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ment had no reason to expect that they would object to the 
actual setting of the date. 

But this second invitation did not result in a conference 
at that time, and it was not until three months later that the 
conference actually met at Moscow, in answer to a new invi- 
tation on the part of the Soviet Government. This time 
Lithuania and Rumania were also included in the invitation, 
to make the parley quite representative of the whole of 
eastern Europe. 

THE RUSSIAN PROPOSAL 

Following the precedent set by Secretary Hughes at the 
Washington Conference for the Limitation of Armament, 
the acting Soviet Commissary of Foreign Affairs, in opening 
the Moscow Conference, laid before the delegates a definite 
plan for the limitation of armament and for a general 
scheme of a reduction of the military establishments of the 
countries represented. This proposal formed the basis of the 
discussion. 

In accordance with the Russian proposal, the strength of 
Russia's standing army would be reduced to 200,000, or 
about 75 per cent of the present effective strength. The 
same ratio would be applied to the other countries. More- 
over, the countries represented at the conference would 
enter into a joint treaty, which would fix a reduction of mili- 
tary forces and budgets. Such a treaty would provide for 
a demilitarization of frontier zones and for an agreement to 
refer future differences to international arbitration. 

The conference is still in progress at the present writing. 
According to a special Moscow dispatch to the New York 
Times, there has been a substantial agreement on some of 
the fundamental features of the proposed treaty, though the 
Poles and the Lithuanians still refuse to agree on the ques- 
tion of the method of dealing with territorial disputes. 
The Vilna controversy between them renders agreement on 
this point rather difficult, and the delegations have referred 
the question to their governments. 

A commission has been appointed to deal with the follow- 
ing four points: 

First. Reduction of military forces. The border States 
did remark that the proposed Russian 75 per cent cut 
seemed rather "radical," but accepted it in principle and 
seem willing to accomplish what reduction they can. 

Second. Reduction of military budgets. 

Third. Neutralization of frontier zones as already deter- 
mined by the Russo-Finn treaty. 

Fourth. Naval reductions. As this was proposed by the 
Finns and as the Finns had no program ready for discussion, 
this point will be deferred until the Finns have communi- 
cated with Helsingfors. 

Poland's position on the question of an immediate and 
drastic reduction of her military forces is more difficult than 
that of the other States, because of the character of her rela- 
tions with Germany. Moreover, she is by far the largest 
of the border States represented at the conference, and the 
problems involved for her in any scheme of disarmament are 
much more complicated and varied than with the others. 

THE FORCES OF THE STATES REPRESENTED 

According to the best available information, the relative 
military forces of the countries represented at the Soviet 
Disarmament Conference are as follows : 

Soviet Russia, with a population of 135,000,000, has a field 
army strength of 990,000, of which 750,000 are considered 
to be combat troops. Her reserves are practically unlimited. 



At some periods of the civilwar of 1918-20, she was reported 
to have had nearly five million men under arms. 

Poland, with a population of 29,000,000, has a standing 
army of 290,000 men. Her trained reserves are estimated 
at 810,000 and untrained reserves at 900,000. 

Rumania, with a population of 17,000,000, has a standing 
army of 190,000 and a trained reserve of half a million. 
Her untrained reserves are put at 1,400,000. 

Finland, with a population of 3,300,000, has a standing 
army of 30,000 and the same number of trained reserves. 
Her untrained reserves are estimated at 330,000. 

Lithuania, with a population of 2,000,000, has a standing 
army of 45,000, which includes all of her trained reserves. 
Her unorganized reserves are placed at 150,000. 

Esthonia, with a population; of 1,300,000, has a standing 
army of 25,000 and a trained reserve of 50,000. Her un- 
trained reserves are estimated at 100,000. 

No figures are available for Latvia, whose population is 
1,900,000 and whose standing army is probably no less than 
that of Lithuania. 

Thus the combined combat forces of the six border States 
have a strength equal to something less than 650,000, as com- 
pared with Russia's 750,000, while their combined population 
is fifty-five million as against Russia's one hundred and 
thirty-five million. 



THE GERMAN MORATORIUM 

The question of the German reparations, which is- to be 
the subject of discussion at the economic conference to be 
held at Brussels in January, has now practically reached the 
stage where almost everybody concerned agrees on the need 
of granting Germany a moratorium in the payment of her 
obligations to the Allies. Even on the length of the period 
during which the moratorium is to be operative there is now 
something that approaches substantial agreement : it is to ex- 
tend over no less than two years and may be longer than 
that. 

THE ALLIED PREMIERS IN LONDON 

During the week-end of December 9 an important confer- 
ence of the premiers of Great Britain, France, Belgium, and 
Italy met in London to discuss the forthcoming Brussels 
parley. This conference brought out the fact that the three 
claimants of the German reparations are all willing to ex- 
tend a moratorium to Germany. 

At the .first session of the conference Premier Poincare an- 
nounced that France would agree to a two-year moratorium, 
provided she received adequate guarantees of the subsequent 
payments. These guarantees would consist of a temporary 
economic control by France of the principal industries of the 
Rhineland and of a military occupation by France of the 
Ruhr district to insure the collection of customs on the coal 
output. 

A sensation was created at the second session of the con- 
ference by an announcement made by Bonar Law to the 
effect that his government is willing to reconsider the posi- 
tion with regard to the cancellation of the French debt to 
Great Britain taken by Lloyd-George's Government in the 
Balfour note. In counter-distinction to that position, which 
was adverse to a cancellation of the debt, the present 
British Premier said : 
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1 am prepared to reconsider the question of the cancella- 
tion of debts, if such cancellation would ensure a settlement 
satisfactory to the British Government. 

Such a settlement, as reported by the Associated Press, 
would have to consist of "a moratorium sufficient for Ger- 
many to re-establish her finances and credit and to stabilize 
the mark ; no military action of any character on the part 
of France; and a reduction of the indemnity to between 
thirty and forty billion gold marks." 

This reduction of the amount of reparations would rep- 
resent a very considerable scaling down of the figures as 
they stand today. The London ultimatum of last year fixed 
the amount of reparations at one hundred and thirty-two 
billion gold marks. The Germans have maintained that the 
payment of such an amount would be an utter impossibility 
for them, and the new German Chancellor, Cuno, is reported 
to have intimated that the amount of reparations still 
claimed against Germany should be fixed at a maximum of 
thirty billion gold marks. Premier Poincarfe's plan, based 
on Great Britain's cancellation of her continental debts and 
renunciation of her share of the reparations (which amounts 
to 22 per cent), calls for a reduction of the amount of repa- 
rations to about fifty billion gold marks. These three figures 
bring the question of a final reparation settlement within the 
scope of possibilities. 

Another question involved in this settlement is that of 
foreign assistance to Germany. In this connection several 
plans are to be discussed at Brussels, one dealing with an 
interallied loan to Germany, and another concerned with the 
possibility of Allied participation in German industry. A 
Belgium plan presented to the London Conference of Pre- 
miers proposes an interallied loan to Germany of five billion 
gold marks a year for seven years, the total, or thirty-five 
billion marks, to represent the amount of reparations. A 
memorandum presented to the London Conference of Pre- 
miers, on the other hand, proposes a scheme along the lines 
of an internal German loan, provided, 

First, that the allies release German customs in the form 
of a mortgage; 

Second, that the allies officially declare they will not seize 
productive securities ; 

Third, that the allies grant a five-year moratorium. 

EXPERTS' REPORT ON GERMAN RECOVERY 

Last October the German Government invited a group of 
seven experts from various countries to come to Berlin and 
inquire into the question of how the German mark may be 
stabilized and the economic recovery of Germany effected. 
The group consisted of seven economists, including Prof. 
J. M. Keynes of England, Prof. Jeremiah W. Jenks of the 
United States, Prof. Gustav Cassel of Sweden, and Boris 
Kamenka, a prominent Russian financier. After a month of 
study, the group divided into two parts, four of the experts 
presenting a "majority report" and three a "minority re- 
port." 

These two reports, while differing in detail, are really in 
substantial agreement on all important points. Both re- 
ports agree that Germany must be granted a moratorium in 
the payment of the reparations, and that the Allied assist- 
ance should be extended to her; but they also emphasize 
particularly the fact that Germany's recovery must be a 
matter of her own efforts, much more than of any assistance 
from the outside. The "majority report" begins as follows : 



We are deeply impressed by the vital need of an immediate 
stabilization of the German mark. It is an essential condi- 
tion of saving Germany from the threat of complete collapse. 
It is equally essential in the interests of her creditors, whose 
claims will otherwise become valueless. Granted certain 
concessions from these creditors which we indicate below, 
stabilization is possible; but it must primarily depend upon 
Germany's own efforts and own resources and on the resolute 
action of her government. It is hopeless at this stage to 
expect it to be accomplished by foreign assistance as its 
main foundation. Germany must have a constructive policy 
of her own, even though it involves a risk. No other course 
course is open. 

After discussing in considerable detail the problems to be 
met by Germany in arriving at recovery along these lines, the 
report proposes the following comprehensive plan of tech- 
nical measures which are expected to effect the stabilization 
of the mark, and thus lay the foundation for a re-establish- 
ment of Germany's economic life : 

(1) In return for a suspension of payments under the 
Treaty of Versailles for a period of two years, the German 
Government should offer to the Reparation Commission the 
following definite guarantees: 

(a) That an independent Board of Exchange Control 
would be constituted as a special department within the 
organization of the Reichsbank, and that the Reichsbank 
would hold adequate gold from their reserves at the service 
of the board. 

(6) That so long as any part of such gold is unpledged, 
paper marks shall be purchased by the Board of Exchange, 
on demand, at a fixed rate to the dollar, this fixed rate to be 
determined on the principles outlined in the first part of our 
report. 

(c) That the aggregate value of the net floating debt shall 
not be increased beyond a defined figure, all other govern- 
ment requirements for credit to be covered by funded loans. 

No modification to be made in the above without the per- 
mission of the Reparation Commission. 

It would be necessary, further, for the Reparation Com- 
mission, on the one hand, and the German Government, on 
the other, to exempt the resources of the Board of Exchange 
from interference. 

(2) On the consent of the Reparation Commission being 
obtained to the above, the following measures to be taken : 

(a) The financial co-operation and support of an Inter- 
national Financial Consortium to be invited. 

(6) A foreign currency reserve, on such scale as may be 
required, to be created on the basis of the gold at the dis- 
posal of the Board of Exchange, in conjunction with the 
credits which may be negotiated with the International Con- 
sortium from time to time, on such security as may be ac- 
ceptable. 

(e) The abolition of all exchange regulations and the 
restoration of free and unrestricted dealings in exchange 
and foreign securities. 

(3) The Board of Exchange to buy and sell foreign ex- 
change on demand (on gold exchange standard principles) 
against paper marks at fixed rates, the selling rate being not 
above 5 per cent dearer than the buying rate in the first in- 
stance. 

(4) The bank rate to be raised to a high rate and dear 
money to be maintained until stabilization is quite secure, 
but discounts and advances to be made freely at this rate for 
regular trade transactions against all normally approved se- 
curity. 

(5) In order to concentrate into its foreign currency re- 
serves as large an amount as possible of the free foreign 
assets of German nationals, under conditions which would 
inspire confidence — 

(a) The Board of Exchange would issue gold bonds, guar- 
anteed by the Reichsbank, at an adequate rate of interest, 
repayable in gold in one or two years, in exchange for for- 
eign bank notes, bank balances, etc. 

(6) The Board of Exchange would buy foreign exchange 
spot and sell it forward at appropriate corresponding rates 
for various periods. 
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(6) The additional notes required to carry on the business 
of the country as it returns to more normal conditions 
would be issued 

(a) By trade discounts and trade advances by the 
Reichsbank, and 

(&) The sale of marks by the Board of Exchange against 
the receipt of foreign currency, and, to the least possible ex- 
tent and for a period not exceeding six months, against fur- 
ther treasury bills issued to cover the budgetary deficit dur- 
ing the transitional period before the budget can be bal- 
anced. 

These reports also provide interesting points of departure 
for the discussions at the Brussels Conference, which may 
easily turn out what the New York Evening Post calls it, 
"the most important meeting since the Peace Conference," 
providing that Great Britain stands ready "to make the 
necessary financial sacrifices for a settlement, just as France 
seems ready to make sacrifices," and providing also that "the 
agreement at Brussels be made final and Britain stand with 
France for its enforcement." 

FRANCE'S GUARANTEES 

There is still a possibility, of course, that the Brussels 
Conference may be wrecked on the question of the guar- 
antees which France would consider adequate. Premier 
PoincarG's plan, as presented to the London Conference, 
speaks of French economic control in the Rhineland, and 
this brings it directly in line with the proposals contained 
in a recent secret report on the subject, prepared by M. 
Dariac, of the French Chamber of Deputies, who had been 
sent by Premier Poincare as a commissioner to the Rhine 
province. 

The Dariac report, which at the time of its publication in 
the Manchester Guardian at the beginning of November, 
caused a veritable sensation in France, Germany, and Eng- 
land, proposes that the Rhine provinces be set up as an 
autonomous State under French and Belgian protectorate, 
while at the same time France take control of the great 
metallurgical and mining industries of the district This 
would put France definitely on the right bank of the Rhine. 
On this point the report reads as follows : 

The French metal industry cannot live without the Ger- 
man coke; the German metal industry can only reach half 
its full development if it is, deprived of French ore. At pres- 
ent the German metal industry is creating new means of 
production, building the foundation of its recovery, and or- 
ganizing its future. The industrialists who have lost their 
establishments in Lorraine have been liberally indemnified 
by the German Government ; they have diverted their capital 
to the right bank of the Rhine to reconstitute in the Rhur es- 
tablishments destined to replace those which they have lost 
in Lorraine. . . . We cannot demand that Germany shall 
pay enormous sums for thirty-five years, and on the other 
hand we are afraid of seeing her industries develop in the 
proportion which would permit her to assure the payment of 
the debts which she has acknowledged ; but so long as we are 
on the right bank of the Rhine and are masters of forty-five 
million tons a year of ore, we shall be in a position to play 
a decisive part in the German metal industry, demanding a 
control of production in return. 

Much of what will happen at Brussels will depend on how 
far Premier Poincare will incorporate the far-reaching pro- 
posals of this report in his scheme of guarantees. 

In the meantime American bankers are loath to consider 
any loans to Europe until the question of reparations has 
been decided. 



BEFORE AND AFTER THE BRITISH 
ELECTION 

Two salient facts stand out in the tableau presented by 
the recent General Election in the United Kingdom. In the 
first place it was a "thinking election." According to the 
Daily Mail (London, November 16), about 71 per cent of 
the electorate voted, and the returns tend to show that their 
votes were matters of personal judgment rather than parti- 
san division. 

The second important fact is the immense, and somewhat 
unexpected, gain of the Labor Party, which has practically 
doubled its numbers, and caused a sensation by its capture 
of Newcastle-on-Tyne, all of Glasgow but Bonar Law's own 
seat, and part of Winston Churchill's constituency of 
Dundee. 

THE "DIE-HARDS" REVOLT 

Primarily, of course, it was a "repudiation election." The 
Conservative Party, in revolt, definitely gunned for Lloyd- 
George's policies and his friends. But, even so, the revolt 
sprang rather from the ranks than from among the leaders 
of the party. It boiled over as a result of the Turkish im- 
broglio, and the consequent rumors of war, which roused the 
British people to a high pitch of indignation. This was 
followed by yet more rumors to the effect that Lloyd-George 
intended to take advantage of the situation and attempt to 
repeat something of his coup of 1918 by precipitating a 
"khaki" election. 

A speech of somewhat truculent character, delivered by 
Lloyd-George at Manchester, did not allay these feelings; 
and when this was followed, almost immediately, by a 
speech of endorsement on the part of Austen Chamberlain, 
the leader of the Conservative Party in the Coalition, in his 
home town of Birmingham, protests flowed in from all sides, 
which resulted in the meeting of the party held at the 
Carlton Club on October 19. 

What happened there appears now to have been highly 
spectacular. The National Review (London, November) re- 
lates that the Coalition-Conservative leaders expected no 
trouble in handling their followers. In any case every pre- 
caution was taken to avoid the presence of the notably dis- 
contented faction known as the "Die-Hards." These were 
mainly among the Peers, and the Peers were excluded, as 
were even Conservative candidates contesting seats from 
which Conservatives were retiring. None but the Parlia- 
mentary ranks were admitted, and it is said that even Lord 
Hugh Cecil had great difficulty in securing admittance. 

There was, however, a very important miscalculation on 
the part of the Coalition leaders. The main argument used 
to keep the Conservative Party in line was fear of Labor 
supremacy. They were told that the Coalition was the only 
effective barrier against the Labor tide. A three-cornered 
bye-election was due in Newport, Monmouthshire, and Coa- 
lition experts considered that the Conservative candidate, 
who was not helped by the official party, had no chance. 
The Carlton Club meeting was, therefore, timed so that the 
Newport results could be announced to it, in the expecta- 
tion of using either the success of the Coalition candidate, 
or that of the Labor man, as an argument for continued 
support of the Coalition. 

As it happened, the Conservative candidate received a 
majority of over 2,000, and this announcement practically 



